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We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

Yowhave askedthe Division of Corpuration Finance for no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of
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securities that they would be deemed to beneficially own within the MS
Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatment of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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13 audSeetion.16 and Rule IOa3T

Ladies and Gentlemen

ge
Mk

de

This ltter
irecuests

for tenporary rIiefon behaffofMogan

Stanley Smith Barney ULC Iy1$W aod its two ithunat parents Morgan Stanley

and together with its affiliates other than HoIdrns defined

below MSSB and otherdirect and indirect subsidiaries of oldiægs the

tan1ev Parties and Citigroip Inc tigrouf an4 together with its affThaies other

than ifrigs MSSfl and oth6r 1frtand indireei subsidiarià of Holdings the

QJiLrQPi Specifically .fl purpose of this letter is to request th4 the Staff

the ft of the thvison of Corporation Frnance and the Division of Investment

unigement the Seowities and Exchaige Commissionthe Commission ortbeIQeOnThiithat1hy woUld id to the Commission that it take

enforcement action agapist MSSB the Morgan Stanley Parties or the Cthgroup Parties

under Section 1. and ecti j.Mthe Securities ExehangeAct.tf.134 thepg

4A diseissedftntberhcliw the businesses being ibuted to the.jointvcntures wilt

ineludeeertain nom.US afluiiats which wilibe separate sttbsidiariesof Holdings as
defined below. For.purçoses ofthisdiseussion MSS13 will indude Holdings and such

affiliates notwithstanding the fact that such affiliates technically will he separate

ubsithaties of Hoklings

CcmRtqwdby MSSBM Staftky an4Citigrnup OO1

Afl3O22soi3
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ndRule lOa3T thrende ifM$SflU MÔäI Stileyprtjes and the

Citig3.up Parties temporarily report pi.onthe basIs dscribed below

To provide you with necessary baekgrpund Pait of this letter provides

swimary of the parties iespective re ngobbgations and the rebefrequestd Part

provides an overview oithe formation and trtzcture of MSSB Part if provides

discussion of the management and stracture of MSSB eipected1 be in place on the

closing of the transaction Part IV provides temporiuy proposal for monitorhig and

reporting under Sections 13 and 16 and on lFrm SI assuming the requested relief from

the 1aff is granted and summarizes the imeptioits for such inomtorrng and teporting

after the period for requested relief has passed Part provides rationale for the

itquested relief

.vezviewofRequired RcportiftEand.ReutestedIReikf

RquiredbporhngAi of Lga1 inc Absent Rthef

As discussed more fully in this letter Morgan Stanley and Citigroup will imiafty

indirectly own 51% and 49% respectively of MSS and each will tiave certatn board

representation and other rights As result each of Morgan Stanley and Citigroup

bhees that under Section and Section 16 as of Legal Day One as defined below
and absent relief it would be requiredto either.ageg.te.securhies beneficially oied by
it with securities beneficially owned by alt of MSSB or to implement appropriate

inlbrmauoa barriers to allow it to disaggregate from MSSB for these purposes in
accordance with the SECs thsaggregation guidance in its Jalease No 34-3953 January
12 l99 including The use of information bamers The Disaggegatton Guidance
Absent relief on Legal Day Ones MSS wouki be required to

separaply report
the

securities it beneficially owns Also on Legal Day One a1entsehef ettheT each of

Morgan Stanley Cthgroupt and MSSI would be reqinred to report on Potins liP and SR

2We note thatinmany instances wbereMSSI3 may have areportingrequirement it may
repo.jintly with one or more of jt parents

3Fach of Morgan Stanley and Citigroup currently tiles one Form 13F and one Form SEt

report fr all of its affiliated ntitie

td LIP
CfleniialTreazmetit Reqcetd by MSSBMóigu Stan1y ndiiiu 002

30228G.I3
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.position with tto.$Iætiós.óverwiiio it respe veliba oet
or ni which it has reportable short positton oretigages in reportle shorttransaetion

or iiMorgan Siany wouta bexeqwred to aggregate and report securities over whtcb it

ba vestment diseretion or in which it has reportable short positIon orenaes in

reportable short transaction wIth all cunijeS over which MSS8 has investment

discretion or to which it has reportable short position or engages in reportable short

tranctionaijd Citigroip would report separately only .thesgcuritiesovŁr whichit has

investment discretion or to which it has reportable short position or engages in

reportable short woæ
R2quJelief Legal Aiy One Throregh the Applak bliefPenod

as defined bdoii

The parties reque rotmefsueli tbaç with respect to the Morgan SefPattmes
and the Citigroiq Parties mtntd the earlier of the dale on which Morgati tanlØy or

Citigroup as the cse may be can disaggregate its poslton monttoni orepŁtmg fretn
or aggregate its oitioirmonitoring and reporting with MSSB in eaeh u1s consistent

ith the reporting method described in Part below or September 30 2009 and
with respect to MSSI3 wild the earlierofI the date on which each of Morgan Stanley

and Citigroup can disaggregate its position monftormg and
reporting from MSSB or

September 30 2009 in each asi such period is re1inred to as the apphable Behef
itifor such party for purposes of Section 13 and Section 16 reporting

The Morgan Stanley Parties will ag eg and report th seounnes they

beneficially own eutsid MSSB with the securities thatilmey would be Merned to

beneficial1yowa within the MS Channel as deThed beTow anitay eselude

the rrmtie that they wuId be deemed to benefiemafly ownwithra the SB
Channel defined below
The Citmgoup Parties wilt aggregate and report the securities they beneficially

own outside M$SB with the securities that they would be deemed io beneficially

own within the SB Channel arid may exclude the securities that they would be

deeated to beneficially own within the MS Channel and

MSSI3 will not separately report securities beneficially owned by it

Ilie parties also request relief under whrcb until the end of the applicable Relief Period

tbrpLTrposesQfFormsliPandI

The Morgan Stanley Patties will include the securities Ovet s4luch they have

investment discretion Or in which they have reportabeshort positron Or engage
in reportable short sale with the securities over which the MS Channel has

lnvCstinent discretion or in which it has reportable short position or cngage in

reportable short sale and mayexeludethe securities.over which the .SLi

MILP ig5t tO
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Channel has investment dIscretion or in which it has reportàhk short position

or engages in reportable short sale

The Citigroup Parties will include the securities over which they have

investment discretion or in which they have reportable short position or engage

rn reportable short sale with the Sc unties over which the SB Channel has

investment discretion orm winch nhaa reportable short position Or engages in

reportable short sale and ma exclude the securncs wer which the MS
Channel has investment discretion or in which it has reportable short position

or engages in reportb1e short sa1 and

14SSB wifl tntke notice filrngs to ndieate that secunties over which it has

investment discr.etionor in which has reportable short position engages hi

reportable abort sate an1ncluded in rqports by the Morgan Stanley Parties aud

theCi$gtoupPirfibs

Duthig.theCiigroupParties .IelifPeripd the securities held by the SB
Channel will be reported by the Citigroup Parties During ucb Relief Period the

Citigroup Parties will include legend on their Form 13F reports and Form SF1
reports to

indicate that such reports include securities held by the SB Channel During the

Citigroup Parties Past-Relief Period as defined betow the Cthgsxiup Parties will not

report tbr either the SB Channel orMSSB

During the torgan Stanley Parties Rabef Penod the seurthes held by the MS
Channel will be reported by the Morgan Stanty Parties During such Relief Panod the

Morgan Stanley Partteswill include legend omtthefrVorm 13F reports and Form SR
reports to mdicate that such reports include securities held by the MS Channel

During the Morgan StatiiPutleS Post-R fPetiod the securities he by
MSSB may be reported by the Morgan Staaky Parties in which casethe Morgan Stanley

Parties wi1i include legend on their Ponn liEreports and Form reports to indicate

that such reports include secuntiesiield by MSSB Under such ircumstanees MSSB
will submit nbticerepotts to statethat MSBs reportable securities are included on the

Morgan Staney artiee irml3ltepott imd Form SU reports as impplicable

4tethatrttyduruig theMorgan Statiley Parties PoRehefPeriod the securities held

MSSBmaybereportedbyMSSfl

Therefore no later than Octpber 2009 the Citigmup Parties will not report

onejther Form .l3Fr FormSH an .uritieover which MSSBhasinvesffient

5ii McLMLP
onf1knal rratment R4utsicd by $LiMtgt Sirniky and Cgroq- 004

AflQ25Z50

FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.FR 2O08l
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discretion and either the Morgan Stanley Parties MSSI will report on Form 13F

and Form SR all securities over which MSSE3 has Investment discretion4 It is anticipated

that MSSB will be included as an othcr included manager on the Morgan Stanley Parties

Form UP holdings reports and Form SF1 entries reports and MSSB will continue to

make notice filings with respect to both Form 13F and Form 511 at some point during

calendar year 2fllt

Foltowmg the blifPerkds

Following th applicable party kekef Period with such period as it rehrs to he
apphcabl party ie1bted to as the Potkelief Period for purposes of Section and

Section 16 reportug

The Moigaii.StanIey Partli Will either aggregate the securities they

beneficially own outside MSSL with l1 securities beneficially owned by MSSI3
or implement appropriate information barriers to allow them to disaggregate

from MSSB frthse pi1rposs in accordance with the Disaggregatioti Qwdance5
The Citigroup Parties will inipkment appropriate information baiuers taflow
them to disaggregate from MSSB in accordance with the thsaggregation

Oui4aice and accordingLy will report only those securities they beneficMfly

own outside MSSI3 and

Where r4tnred MSSB wilt separately report the securities it benefieially owns
either irt stand-alone filing orajoint filing with the Morgan Stanley Parties

rtoRliIeL3d.1k ot16a3Cj applieable

WWi pecnoForms13Fan4 SF1 ctther

The Morgan Stsnly Parties the Ciugroup Pnrtks and MSSR will separately

report the securities over which they respectively have investment discretion or

has rqortableabort position or engage in reportable ahortsale or

4The
parties reeogmze that Form SR wa adopted pursuant to temporar ride set to

expire on August 2009 and expect to follow sunilar approach with respect to any
successor rule and/or form

Morgan Stanley currently expects to disaggregate from MSSI3 but the timing for such

disaggAtionLiiicertimin

resmcnt Ttquid by MSSI3 MrStai cttrQup XIc
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.. The Morgan Stanley Parties will include in their repoits the securitic over which

they have investrnentdiscrtion or in which they have teportable short position

or engage in reportable short sale and all securities ovetwluch MSSB has

investment discretion or in which it has reportable short position or engages in

reportable short sak and will include legend on the fiont page of such report

toindleatethat inform regarding MSSB is included Wit in and the

Citigroup Parties will report separately only the securities over which they have

investment discretion or in which they have
reportable short position or engage

in reportable short sale

In the case of the second of the two options above MSSB wall make notice

filings to indicate that seeuntte over which it has Investment discretion or in

which it ha reportable short positiomt.or enggesiu.a reportable short sale are

included in reports by the Morgaii Stanley Pities

ring the parties applicable Relief Periods and Pos elietPerindthesecuritiOs held

bytbeSB..Channel .ainltheMS Channel will atatl.timæesbe sutct to areporting

obligation by at least one aithe Morgan Stanley Parties the Citigroup Parties and MSSB

II ofMSSB andthe Trausaetion reathE MSB

MSB isa Delaware limited.lia.bility company fOuued.onPebruary 2009 All

membership interests iii MSSR are owned by Morgan Stanley Smith Brt Holdings

LLC Delaware .thnited liabillt company 1Jçldjs

Holdings and MSB were funned pursuant to Joint Venture Contribution and

Formation Agreement dated as of Januaiy 13 2039 the tti1iMtee ifb3

and between Cftlgaip and Morgan Stanley PursuanttQ the Confributron Agreement and

sulject to the eompkinon of defimlive hunted liability company agreement to be

entered into at the closing Citiroup and Morgan Stanley have agreed to contribute

erti assetsand bUSiIIeSSeStO.MSSB the Crttributed WItheertain

exceptmons the Cmtigroup Contributed Businesses the SB Channel include Citigroup

retail brokerage and futures business operating under the name Smith Barney in the

United States and Australia and under the name Qtnlter the Umted Kingdom Ireland

and the Channel Islands With certain exceptions the Morgan Staidey Contributed

Bisineases the japneP and collectively wlththeSBC hannel the Jliif
miude Morgm Stanleys Global Wealth Management business and its private wealth

nianagemnent businesu worldwidebasis Uiitted.Statesth.Citigroup

COntributed l3urniesses are conducted principally within Citmgtoup Global Markets Inc

____ Citigroup subsidiary and the Morgan Staitley Contributed Businesses are

conducted within Morgan Stanley Co Incorporated Morgan Stanley

subsidiiiy Thprimaiy business of MSS.B will be retail .brokerageand priatewealth

management Although MSSB through the MS Channol as defined in the paragraph

nboye will engage in limited amount of Section 13 eligible principalirading such

oniidrtial rm cdty M5SBMorgaSnnh sndCarup .006

Afl3ö2s2S0
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tridmg is expected to be mostly for the pw-pose of facihtatuig customers and is expected

to repmsent retativey small portion of its overall acti itie The mstthrnonal btistueses

ofMS and COM1 suóh as Underwriting advising on iuerersatid aquisitions..and

institutinal and ingthid ithderwrlting will remain in MSaæd CGMI.and

are not being contributed to MSSB

It is the intention of Cnigrotip and Morgan Stanley that following the closing of

the transaction the Contributed Busiaeses cunenfiy oaducted Lw COMI and MS in the

United States will be conducted by MSSI3 in substantially the same fashion with certain

hunted modifications The closing tftht transaction is expected to occur as of May 31
2009 the Ciosma Date and June 2l is the target first day of MSSB cprttons

LgaLDzQn MSSWs busmear will bearned out 1y approximately OO0
financial advisors in the United $tatcs whose registrations will be transferred to MSSB
For Legal Dy.One..duato.the size andcompiexity.ofthe combinedentitçMSSB
intends to make few thaiiges as possible to legacy organiationa1 operationa and

supernsoiy structures as theyurrently exist in CGMI and MS Most sigmficanlly tot

certain period of time The US customers of the 513 Channel.wiil continue tobevó
transactionscletid through afldhave .theitcustomeracunts custodied and canid

CGMI and customers of the MS Channel will continue to have their transactions

eleare4 througb and have their customer accounts custoditd and caned by MS As part

Of this Okaring function the services tobOvidedby MS and CGMI will include

cleanng and seWing securities transactmonsprovidrng trade confirmations and customer

statements and perforixun ertam cashermg fuuction custody services apd ret ated

services number of fUnctions including regulatory compliance and atpervmsory areas

will be cordmated and alujued and ther will be centralized
pursuant to umbrella

programs and policies that will ovetlay the legacy programs and polices of the two
Channels Over time iwdMlowmng the parties applicable Relief Penods it is expected

that The two Channels will.beintegrated into one operation and that ultimately MSSII

will tecomó.fully fcleariügaiid cüstoyand carry itrositi Uflits
At the close of the transaction through various subsidiaries Morgan Stanley will

own offt ingsandQfigupwill own49%Holdings As noted rtbove the

Contributed Businesses will include ertam additional non-U aflhlmates of Morgan

The MS Channel employsafiulltirnc fixed income ff trading.busiuess collictiv.ely

thr 1Lk This Desk nUilutains proprietary inventory frclienttrade faciiitatln and

for prapeletary trading pmrpo

çfideatTr.4uçuetby $1 órganStanley

O2528i3



M.y29 2009

Pagà

FOJA CONFIDENTIAL TREATMENTREQUSTED PURSUANT TO 17 .FR200S1

StauIeyand Cittgroup all dwhse ho dings in SECóistred witis wiJInºed to be

taken into tlbr mc mtotmg and reporting purpses

Holdings wilt be managed by hoard ofdircorscotisiting.offourMorgan

Stanley desinees.two Citigroup designoes and the senioinost operathgexecaitiveof

Hoklm.gs subject to certan requirements Board decisions wifl be made or delegated to

Hdir.gs .managementbyinajoiity yote prov.idcdhateaeh oikirgan Stanley and

Citigroup will have vetoright with tospect to cónmatters

Morgan Statth will be provided with certam call nghts exercisable tikwrng
theth1rd fburtli and fifth anniversaries oft eelosug or npon aihange meontrol of

Cthgroup wiuck ultnnatel may give Morgan Stanley tuft control ofi4oldrngs Citigroup

wit be provided certain put nghts exercisable upon change in control ef Morgan
Stanley or under certain circuinstancec foikiwing the sixth anniversary ofttie closing

t3oth Mprgan Stanle and Citigroup will be subject to certain restrictions on transfers of

interests in Hokhns and on operating acqutrug or holding entities that engage in certain

restricted businesses Each will have customary registration rights.from the earlIr.of.an

IPO and.tesixtIi anniversary of closing

Prior to and followIng the closi .g MSSFi will WOrk iatethó information

1echnotoy 11 systems for both Chaupet Jue to the massive scale of the joint

venture however creating an integrated IT system from the CGMI and MS legacy 11

systems will
require extensive changes to ntultipk systems coenng range of business

uses and multiple client
coinn1unieatIons and for some tune there will be both product

iii Mnaernent an4 Sttueture of MSSI3

Management of MSSII of Legal Day One

As ot..Legal DayOne the MSB exeeptive nianagemenuean is expected to be

in place Most members oftlie MSSB exeeutwe management team wili be employed full

tune by and wifl provide alt oftiteir professional servIces to MSSL flowever in some
instances certain members of the team will have additional responsibilities at their

respective legacy employers at least through the transition perIod James Gorman the

Chairman .nd CEO of MSSB will conti eiobemexeôutjve of MorÆn Statiky

Likewise certain other members of MSB nianagemmt will retain

responsibilities at Morgan Stanley in athmmsirauve functions including operations IT
human resources and legal However it is not cunently antwipated that any of these

people will be involved in directing effecting or recommending transactions iii secunties

or voting secwuties on behalf of M$SB or its customers There will be other MSSI3

people who.may.have ongoing..responsibilitics at and/or who will be

MC UP

Al3Os2soi3
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invo
directing the voting and inve tin .oisevw.ities atMSSJ3 However 1jgbt

the protections to be implemented ee 1formatonr Harriers below MSSB and

Sin1ey will notsharcinformation beut their respeotiveenstomers traditig or

their proprietary tradmg except as necessary to rnthcate the eastence of inventory or to

facibtate an MSSB trade In addition in order to satis1 various rtnanetal Industry

Iegtilatory Aiithornyrequwernent egdffig review af research disinbted and

niarketg materials created by MS8S diemmy beiiinntted number ofe Ilyees of

the Citroup and Morgan stanley affiliated hioIer-deaIers ho will be dually-registered

with k$SB br eertan period Iesptte the overlapping respon fities these

individuals during the parties apphcabIe Relief Periods based on the separate nature

of the two Channels it the two Channels independent processes for inakuigvoting and

mvestmCnt decisions as described further below and iii certain protections that

Morgan Stanley and Citigmup will intplement as described further below voting and

isvitment deiisions in the Chandsvilbeeotlslsleet withthEOpósallbr

mon.itoringandriiiingthpatties apUcable liefPeriods

huegratioEffirts zo.DaI- flMmgent ad Qthr

As discussed further herein the Integration otT the IT systems sawvyetenswe
and difficuh undertakuig that will take months to complete Likewzsc fritegrating the

to Channels employee facilities and other systems will be challengmg Physical

space will he integrated after LegalDay One only as leasesepimandth besüiess.

rationale favors combining facilities Systems other then the iT systems will be

integrated only as necessary to appropriately account for MSSI3s operations Executive

management of MSSB will share space in Westchester County Ne York as of Legal

Day One Iloweve generally employees will continue to work in the offices in which

th currently work and on the systeini on which they currently work The integration

process will be gradual an4 will take 12-24 months to complete With few exceptions
until the end iyf the Relief Periods fur both paxtIes the two Channels wmlt continue to

operate

VoEig endsionsfir M1Thghe.Reierkds

and investment Dir %4tbkthe MS Channel

Within tli6 MS Channel the meth kigyfr voting and investment decisicnsis

Foi czt aouuIs vrwhk thE MS Chaine1 dLtereJiaiwry

aithoriy MS Channel representatives make independent investment

decisions br customer acounts over whieli they have been granted

discretionary authority by the customer These decisions are made

independentLy by the representatives themselves and are not coordinated

niongthe rpresentatives MSChannel repieseratives do nOtrnaIe

Co4itnfltqudby M5Si3MagStaphy ndCtiitup 109
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voting decisions withrespect to discretionary cpa accounts

Rather the MS Channel transfers discretionary o1mg authority to third-

party poiy advisory firms Metrics which vpte th securities

haed thfri yothgecoflrnendafitLin raft óean MS
Channel voting comnuttee may override the proq advisory firm voting

recommendation or make the otmg dethion when the proicy advisomy

flrm.has no rec mendation This saniepross.apphesto non

discretionary customer accounts where the customer requests thtt the MS
Channel as.a.ctient service matter vote proxies on behalf of the

customer

For MS Channel third-party managed co progran he MS
Channel is not granted discretionary authority over third-paity managed

.aeomtseithewith pect to invest ntdeciionto toting .Rathr

MS ChanneVcnstomers grant voting and InveStment dscreflon to the

third-party manager oftheaccount Acordingty the third-party manager

nevotingand invest t.dcvisfr the customerain theSe

managed ace ants

Chaniiel

Within theS13 Channel the methodoogy for.votIng.atxf investnient decisionS i55in liar

For cisctomer accountc over ihich the SB Cirniel ha diwetionary

authorNy TheSE Channel has personnel who devekeetor allocation

targets which are then shared with individual finaneial advisors or are

incorporated into investment advisory accounts For most dLeretionary

recommendations of Citigroup research For tnvstment advisory

programs which inelude asset aUocatton features the Thiancial advisors

assist cheats in choosing an asset allocation model which is comprised of

mutual.funds.exchange-Iraded fundsJJor.sepaeIyninaget
accounts managed by third party manager In some cases the

financial advisors may choose such mutual hinds .ETJ oreparateiy

managed.acco tints fle SR..Chanel generally makes votingdecisións

for ffithendations of third-part .y proxy

adviscuyfinnse RrskMetrtes In relatively small number of cases

wher4such hrni hereunpnwd
recommenditions votmg decisions are made by committee of

eiployees of tb SB Chatüiel

For Sn1thBarrniy third-party mEmagedo count programs TheSB

Channel delegates the discretionary authority that itigrmtad by the

Confiduai Ircatment Kcqcatci by MSSB Mtrgwi Stan1y andCttgrt
73O2825l 13
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custimers.to thirdparty rnanagçis who Uiake vithg and investment

lesions förthecustoriiers in these managed.aeco.imts

As evident the two Channels have their own separate processes for making

votrng and rnvesunent decisions and where their own representattves are actually

rcisingtiscretjoiiry authority these deeLsions arebasedon independent factbrs

These processes will generally stay in place through the parties applicable E.clief Periods

and combined with the other facts set forth in this letter mini ize oncems regarding

the sharing of information nd coOtdiitat tlevestnient nnd votingdeciions While

einpbyees of each Channel at the senior levels may interact from time to time

.roting deeisons ate fealid wod be ioordinatecLat this level.

Commencing at Lepi Day OneMSSB Morgan Stanley and Citigroup will

maintain inforiiatgin barriers to protect their respeetwe customers trading infonnation

MorgariSlauley andCiVtgroup.wiU.rtot eiiifbtznakrn abut theit customers trail ng
with MSSB nor will thi share with MSSB information about their proprietaly trading

except neessaiy to indicate the existence of mventoiy or to facilitate an MSSI3

trade MSS8 will not thare information with Morgan Stanley or Citigroup about its

trading eipt as ueeessaxy to execute ttaklethroügh MS orCGML Mcrgan Stanley

and Citigroup will not share infonnatoii aheut their pending Investment banking or

mergers and acquisitions transactions wttbM$B except to the extent MSB ts

participating with one or both firms in distribution itfa irltmes or asueeessary to

enibree statmitury trading ristr1ctions sudtasthe lJ tender iffer rifles Although

MSSI3 will not maintain formal information barriers between the Channel and the SB
Channel we note that during the parties applicahle Relief Perids registered

representatives jfl the SBCbarmnel will not have computer systems access to cuStOmer

positions and trading information in the MS Channel and registered representatives in

the MS Chaimel will not have computer systems access to customer positions and trading

information in the S1 Channel During the parties applicable Relief Periods customer

trades in the MS Channel will beeleared Through aiidcustodied at MS andcutomer
trades in the SB hannel will be cleared through and cuatodied at CUMI As resott

Morgan Stanley and Cingroup believe that it is unbketytht registered representatives

and enstomers in the two separate Channels will have any practical ability to coorcftnate

trading of securIties

In addition to the inlbrmatioii barriers deserihethibove for
variety of legal and

compliance reasons Citigroup will implement information barriera between it and MSSR
on Legal Da One designed to permit the positions and activities of MSSB and Citigroup

not to be attributed to one another for the purposesofSecuons 13 and 16 and Rule 14e-5

in accordance with the Disaggregation Guidance However even though Cittgroup will

have theseinformntion.barriersin.piace on LegalDayGue because Citigroup wilt not

MSS3 5tank adCitigrup

I7342518OJ3



May29 2009

Pa 12

FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO Vi CF.R2O0E1

have completed it IT mtegrbon ftorts it will net be in position to file beneficial

ownership and imilai reports on Lgai Day One that disaggregate MSS.B

iV Te nosai.forLeEal DayOne
RoIdingsistSC-Rejstired .SuiitIŁsUnder Seetkms..13 and 16 andón
Form 811 and Intentions for Such Momtonn and Reportiai For the Post

ThliefPeriodi

Paif Temporaiyiief

ti1lIbie Ii pio the Mo StayPartes
Citigrop Parties as apphcabie will continue tbeirrespcew urrcnt0sttion ititlitonng

and reporting inOludIng..of 1enofieia Ownership nd.efseüeswbcbtbeyhave
rnvestment diacretton pbeie procedures and practices l3ach of the Morgan Stanley

Parties and the Citigmup Parties iJl aggregate thesecunties managed and/or

beneficially 4wæed hy tbeportioa of MSSB waibuted by such party That.is

the Morgan Slanley Partica will include in their monitoring and reporting the MS
Channel and the Caigroup Parties will include in their monitoring and reporting the SB

Channel The MS ChanneL is currently monitored and reported en an.aggregated basis

whIMS arid theSRC hÆnnet is cuirretttlymonitored and$ptjEtedotataggregated bai
with Citigroup Therp are dedicated groups for each parent charged with motutonng and

repoitng its positions and these groups will continue to do such monItoring ami reporting

for each parentsxespeetwChannel during auth partys applicable Rehef Period

Duriig the parties applicable Relief Petiod MSSB will not report sriparatdy an
sceitritabeneficially byit

In the event that either the Morgan Stanley Parties or the Citigroup Pattiesare

required to file any reports during their
applicable Relief PeriOd On Schedule 131 or

Sthcdule 130 or under Section 16 the relevant Parties will add foothote disclosure

disclosing their relationship with M$I3 In add ition during their applicablri Relief

Periods.oece either the Moigan Stanley Parties orthe Citigroup Parties determine that

reportable thre bolditas been exceeded by such parties and their respective Channd1 such

parties will include at such fotnote discIsurehe portion of the holdings that is

auributablet MSSI3 way of example it ti Citgroup rties were to tile

Wenote thatwhilethis information can be determined manuallyby each py with

respect to an individual security for which reporting threshold has been exceeded and

filing is being madenefther partyeurrently has theabilhty tomonitor onan ongoing and

Footnote Continued pu text Page

Cid LP cfi4nted MS5flMggaz Sa ey Cti5rn 0012
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Schedule 130 treport the benefkial ownership of secudty which onin aggregated

bans with the S13 Channel exceeth reportable thresbokt they would mehide fotnote

disclosure Indicating that Cittgrup owns 49% of MSSB and that the portion of the

security ben.efieiaBy owned byMSSS icIthe

tilt the

Morgan Stanley Parties and the ótlgroup Parties wUl eor$lnue their respective reporting

with petesecuritove.bichthey have iontilcreooHnwiuichThey
have reportable short

position or have etgged in reportable short sale and

accordingly will aggregate with and include in their reports the securities and

tansactioUs in their respective Channel The parties will mlude legends in such reports

consistentwith those derihed rtLB above

1iefPeiÆ

Given their diffrentlTsysteins and respective lvØ of etshiii MSSB
Morgan Stanley and Citigroup have different timetables for resolving their respective IT

chaIIenge in order to be in position to aggregate with MSSI3 and eventuajly

disaggregate MSSI3 in aecordance with the Disaggregation Grudance Morgan Stanley

may he able to onpletelyaggrogaze its position nion æng.and putting tetn with

MSSI3 on Legal Day One but in any event expects to be able to do so no later than

September 304 2O09 and will disaggregate MSSI3 in accordance with the Disaggregation

Guidance atsme paint to bedetermiOedafterthatdate Citigroup .expectsto be able tO

completely aggregate and disaggregate in accordance with the Disaggregatton Guidance

itaitkiuinmitoringand reporting system from MSS13 by Septeniber 3O 2O.

FaJnetc continued tIom Previous Page

daily baia the securities held by the portion of MB contributed by the other party in

order detennine sthether reporting threshold has been reached on an aggregated

basi SflChallengàin.Paft bekflV

The parties recognize thatEOrm SF was adopted pursuant to teæIporary rule set to

expire on Angust 2009 and expect to follow similar approach with respect to any

successor rule and/Or form..

9With
respect to this anticipated timing Morgan Stanley is curmntly receiving daily test

feed from Citigroup which reports positions in eçurittes within the SR Channel Morgan

tanleyjn.the.pessfadaptiitg fts IT systetiai readihisfeedaæ toagtc The

Fooinote continue4on Next Page

Cóàtidenlial Ttn by4S5i3MoÆStanky a$cipOO13
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Acthrdiny the parties requestthat the StÆfl aEittentporay relief tóÆtto each of the.

Morgan Stanley Pathes the Cttiroup Parties and MSSH to report posmons on the basis

desqrib4 above in Proja1 for Tiporaty Itefdunig the appkcahte Rebel Period

Either Morgan Stanky ôt Citlgtoup nay be in pition to begin rpoftn3 on

which no longer requires rebel earlier than theotberparty intlusease the party that ia

able to begm reporting without relief earher wili mfortn the StaIr in wntng aecorlmgly

Similarlywhen prtybeghedisaggregating MSSIIinaccerdance ith the

Thsaggregation Guidance which may be before or after the other party it will Inform the

Staff in writing accordingly

JfljtJfy th Re/iif Periods

Foflowingthe integrationof the MSSB data into the Morgan Stanley and

Cibgroup IT systemsThejxiries-wilt have theabiIdyto complywith-Sectiona 43 and

and Rule IOn-li and to monitor and itbprt their repeetwe ownership positions

independently The partits etpeet th wtfl occur no later than $çtcmber 30 2009 Each

report asderibed in PartiC aboeunderFIkwiugthe RefIer1od

AsofSeptornl3Q2OO9 Citgri 4$ to 4is ati. iii

accordance with the DisaggregationGuidanc for purposes of mon itoring and repoilng

interests At future date be dde miæedMorgan Stanleyexpe ctto disiregate
MSSBm accordance with the Disaggregation Guidance for purposes of mgmtortng and

reporting mterets These structures will ensure that MSSB is operating as separate

enuiy from an investment perspective and is making independent investment voting

disposition and other own ship dedsións At tbotinibthese information barriers

policies and procethtres areMly lniplentented the IT capability wiU exist such that

acm-ate and timely on tori andrqigrthgmay.be dne fOrM l3sev1poS ons

Rationale fôi Reeuested Relief

FOtnóte continued from Previous.Pagi

positiOn information with its own position
information and that oitheMS Channel

Citigroup is snniIarI receiving test feed from Morgan Stanley which will enable it to

report positions In seeunties wdbin ibeMS ChanneL The inipof these ileda

in progress
and wit be eonpleted by then4 ofthe parties applicable Relief POnods

at which time the
positions within th two Channels of MSSI3 wfl also be able tbc

combined lrothan lT..pipiie

.Qfdstai M$Sn Mgai Stinky as4CitginUp 0014
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We bólicv the .filbwing arguments suppOrt the .requost.f ftiif

1Pedon Ageicy ithçr TJwiFnnlThzding

Bcause Citigroup not contnbutmg principal trading business to MSSI3 and

Morgan Stanley is contnbutmgjut small pnncipal trading busms the pnmaiy
business oIMSSB will be retail brokerage and private wealth management and the

majoray of positions are in customer accounts the majority of which are non

diseretionai Although MSSB will cngag in limited amount of
principal trading

epeted to be tbr the purpose of facilttatrng customers such trading is expected to

represent rebthvely small portion ot its overall activities resut lyiorgui Stanley

and espect that On its owit MSSI3 will rare4y ifevor teach reportable

tlholds...ntseeurities ownershpat the atly stagesorthe

If the requestd relief is granted each of Morgan Stanley and Cittgrop will

continue to aggregate and melude secunties managed d/or beneficially owned by its

rOspective Channel with securitie itinanages anir beneficially owns Accordingly

even though tite proposed structure may in part be inconsistent with the strict

requirenients of Section 13 and Section l6 the proposal satisfies the regulatory rationale

behind these rep.ireinents The proposilwill temporarily fulflilthregulatorohjectives
for acuraIe tafatmation in the marketplace to the extent applicable thresholds may be

exeded

8. Fth iPub PoThy jeetivi

.tln.$o.relief It isO 4bi UhtEitsact1on will notbeahIeto

close tuitil the IT systems are developed to permit aggregation and arappheable

disaggregattp of information required to be disclosed Ftowever the Importance of the

swifi and successful completion of the joint venture in the cunent market environment

cannot be wideretimatecL We believe That the monitoring and reporhug challenges faced

the proposed Jomt venture are wuque and possibly unprecedented We also believe

.th given the reasonable altern ative reporting propu I.cdntaii htthiktt the

balance of public interest weighs in favor of
granting the limited and temporary requested

reUefwilwlilebt.e cksing.o1tthç transaction WOIikI UW beehyed

ahMzl.bnw
N3QJUi3
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Firsts the rrent.fluaflca1 stcretes special need UflGy toeIosethe

joint entire transaction The transaeton will provide ertamt at tune when investor

cont1iion.is rife and cbnfidenee is low .Customers.ofthe two firms wbukl be provided

assurance of the futurestruccure of their securities firm when many are 1rugghng with

fundamentaL questions of whom they can trust iththefr finances and turn to fot advice

Snd the jint venture structure propose bitigroi and Morgna Stanley

unusiat Most ttansotions uwolving changes of ownership of broker dealer are simple

acquIsitions not requuig tha merger of two rtaiI operations weli ongoing arrangements

with two legacy finns These ottgoin afringeinents with the legacy firmS create special

complications in complying with SeePens 13 and 16 and Rule lO.3T and others for

winch ie are seeking separate reIie Moreover the Sharing of legacy firm ownership

data that is required to perform this aggregation raites significant ongoing business

concereSThrthelegatkrns bLthteiŁ that are notcó tilbuted tO.MSSIpaieUIIir1Y

for Citgroup which does not have management control over MS513 Not only do these

unique monitoring and reporting challenges not arise in most transactions as discussed

further in the next paragraph they also are more challenging in this transaction than the

issues more commonly raed

Third the scale of the joint venture is inusua1ly large touching more than 10

mUUoneusneriweounts ndcr ting chnotogkaLchalIengesofi icascope Fet

MSS1 Morgan Stanley and Citigroup to respond to the resulting 4ic1oSure challenges

they must make etensive changes to multiple systems covering range of uiomtonng

and business uses Given their scale temporary manual fixes to address these problems

ate not practicable and would not result in accurate mibunalion being consistently

provided in timelymanner to the public The scope of these systems changes is perhaps

unprecedcntd for.a cornbinatkin.of retail operations

Fourth despite the significantehalletiges posed by thescope of these systems

changes MSSI3 Morgan Stanley and Citigruup are vommitted to iniplementmg the

changes ma timelyad co piehensivemarnier Therefore requesidsdliefi tolaat

only mi th relatively shprt uie.rim period until sueb implementation compkt so that

flöfprdviedhy osmntha

10SeC.No-4oti Leuer liar Majesty Govern nent Kth.ziAd Seion 13d
.Reporin ckiied.Dicember .111 2008 which was tedinpatt based on the Uflitedl

.Kngtgms vernments response to the international financial crisis

.ç.nii.Taniiuitqu stó by M5B Morgan StMIey and Ciup.-rli
Afl3O825OL
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transaction asson aa possible Thó requested reliefwifl.Uow the patties to dose the

transaction more quickly and is appropriate and in the public interet gven the current

financial rnarkcttnóii

hi view of the unusual structure of the joint venture transactlo the scale of the

joint venture the masbive rtsultmg ytems chang die urgentneeLto provide certainty

to customers an4 the turmoil in the financial markets we believe that italioukt be

possible for the Staff to provide relief in tht situation without oreatrn precedent that

may be used by others where the exigent cmumstances present here do not exist

Moreover we believe that the proision of relief in this circumstance wilt benefit

investors and the public and will not be contrary to the Comniissioif SinVtor protection

mandatt4

Coordinaion qiGlobal ReguIatQry Rghne

Eaohof Morgan Stanley and Cititou is tO lO. leteieareghues

globally with each having its own requirements an%t standards or global monitoring dnd

reporting Acordiagly monitoring and reporting on global level will require an IT

systein that Will work effectively on global basiIandiaipIºiiienting this.systeffi will

tale thne

flCiges

From practical standpoint it may be difficult for Moigan Stanley and Cihgroup

to resolve the IT tnterat1on challenges prior to or immediately after closing the

transaction such that they and MSSB may effectively monitor and report in any way on

Legal Day Oie other than what is proposed As noted above therewill be significant

wotk involved in integrating the MSSII data into twO companies IT systems and in the

meantime cberwill be subtantia4 product data and systmn dissonance That said the

tw flnna are making dihgert eflbrts and haie prqjct teania in place to achieve sufficient

IT integration as SOon 55 practicable to be able to comply with di uieregutations and
maintain the confidentiality of sensitive ownership data withotit needing to implement

onerous manual solutions To date each of MS and Citigroup have exchanged data feeds

of their reporting psiti0n that Will be conthbutedto MSSI3 on Legal Day Oneandthe

parties .ire working with these feeds as described in Note above However the parties

expect the integration iSsues for the IT systems that are relevant to position reporlmg to

be resolved gradually over few month with goal of complete integration by

September30 2009 Each of the two firms has project plan with clearly defined IT

milestones and oal and which Sets Out the steps that have been taken and th steps that

remaintô betakntodedætpl

Thtbeextctth thJTsystems.are not integrated as necessaiy to faciiithte

compliance by Legal Day Qne manual wkaniund wouki.be the only possible

CodentialTr ftie dby.MSiLMneydctigUpoo17
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rertitg 5httion absentlióf Howev the.unp nted.seale of MSSWs.brkerage

operations makes such manual workarôunds inipranbeal and any form of manual

workaround in two very large organ izatins mises sigmlloaiit concerns regardmg the

reliability of dtta and the in addition repitigard

implementing these manual workarounds would require siguficant IT work and would

ultimately distract and delay the fhn respective IT groups as well as their compliance

persannel from their primary goal ouT mtegnttion and strict compliance with the rules

in the near tenn

The follewitig are some otthe IT iss th$mut.be rçsóived before the

successful integration of the SS..dataintothMótgauStauley and CitigrouplT

systemS for monitnganddisclopurpo

Securities datiudentificatmu issues lor many securitieS there is no

common mtematiinal security kfenttfler This is particularly the ease for

structured products and derivatives where the linkage bctv.een the

derivative and an undedying listed Security may need to be manually

established to ensure thata firm ggtegate.poaitionthta is accurate

Morgan Stanley and Citigroup use different methods of mdcnufrmg these

securities in their respective databases As result there iII be

discrepancies if the position data tauitegated prematurely To resolve

this issue thinslation tablt must be created tO alhlninate the

dicrepaneies before the Cotitributed Businesses position data may be

combined Th proc ofcathigruob .atable and mapping the relevant

data troin Citfgrpus systems to Morgan Stanleys and vice verSa will

be time-consuming and dtfflnfr

Iflfórences Morgan Stanley and .Citigmupuse dfferen

data inodalsmd ultimately ca tiE theii position data differently

Morgan Stanley and Cttigroup are working together to find common
data model in order to process

the
positions together Each IT system

collects differentinfortnat ion about customer accounts and even where

they collect the same mibrinatian they may do so differently

complicating eflbrts to determine which data should be included in

reports and liw it shouk be calculated particularly fer.purposes of

pojtilathig131 and ForrnS1L

natbeDatE flue ..tivity of theta
Morgan Stanley and Chroup must agree on secui way to transfer and

warehouse ctos-fhin h1onn ationtoc etIÆtfidentiªiinfóiion
is tiót disclosed Akhough Morgan Sanley and Citigroup have different

tools available tq do this they must agree uponstandards tobe

implemented on botbsidea.in..otdr tobegn.autom ated trausmissionsin

cdmuIai ccdbyM$Merg Sin1Cy.andECiti5nii
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æiannerThis effQrt can .taketüne if one fthe pa tIesneeds to

eaquIr and install new..tiois iinrdesuppttreqemenrs

As .ntedaboe the parties expect these various IT tegiation issuesto resolvod

gradually OverÆ frw months wIthÆgoa olcoinpiete integraIon by Setemher 2009

Th..pQySQ4itio..

Piyanmostnotablythe proposal for LegaFPyOneks.only tenporwy
siuwn proposed in the mterest of providing market tmnsparency under difficuft

oircnmstirnces is titit permanent and is merel ineanito bndgi breportin ap until

the integ ntrissues for the IT systertis that are relevant to position tepnrftn.i are

resotve4 With respect ttthe Morgan Stanley Paitie this rosy be by Legal Oay One but

could extend until September30 2009 and with respect to the Citigroup Parties mid

MSSI3 this is expected to be by September 30 2009 Each of the Morgan Stanley

Ptis the Citigreup Parties and MSSB will monitor and report in compliance with the

rules as written as soon as such patty has the independent capability to do so or shortly

thereafter As noted above either Morgan Stanley or Citigroup may be
position to

begin reporting on basis which does not require relief earlier than the other and earlier

than MSSBmthi Oases the part that is ableto begin repomtg without relief earlier will

inform the Staff in writing aeordmgly In addition when MSSB begins reporting on

separate basis it will al inform theStaWüi..writin accordingly

YL .Coædusion

lii conclusion MSSB the Morgan Stanley Parties and the Citigrotp Parties

request thatthcStaffoftheDhWon of Corporation jnanandthfivj5inf
Investment Management confirm that they would pot recommend te the Conmussion that

it take enforcement action agnmst MSSI3 the Morgan Stanley Parfte or the Citignup

Parties nndeç $ection and Section 16 and Rule lOa-3T if they temporarily report

positionanthibasisdetcribed above

Ilk

As of the date of this letter the parties have not pbhcy disclosed certain

information contained herein including their epectations regar4nithe clOsing date of

the transaction Pubbe availability of tins information could havC adverse consequences

for the parties Per exiunpi an unexpected delay in the closing could be interpreted by

market
participants as an mdieation that there are material difficulties with the joint

venture when none in fact exist Accordingly notice of this letter is also being sent to

the Oftlce of FreedOm of Infbrination and Privacy Act OpCrations of the Commission
and we respectfully requestthar the Commm.sion accord confidential treatment to this

reqiiesta.laiiywrItten reponso..fr the $taffthereto pursuaiitto 17 C.PL .20L8l

isiedby.M5SBMoEgan Su iCttiiup 0019



My 2009

Pagó.20

FOIA CONFIDENTIAL TREATMENT QOEtFEb PURSUANTTC. 7tIKR.200S1

innl the earlier ofi the ClosingDateandii the datethat is l20daysftom the dateof

Urn Staff response 10 this letter

Please contact Laurie Cerveny offlinghamMccutchen LLP at 617 951 -8 527
MisehaTravers of DavIs Polk .WÆtdwellat650 7sz2ot4brthe .tüdersigæedat.thº

above phone numbt to discuss flquestbns or eSnients to this lest

Sincere yours

kin
lt4Utzsdmeidor

cc Michelle OmschakoffMganStattiey
Anne Cooney Morgan Stanley

RoseAnneRichter Morgan Stanley

Dennitta Büllard Morgan Stanley

Joycó KramerMorgan Stanley

MbhelleWilkc Morgan Stanley

Neal Sullivan Bingharn McCutehen LU
Amy Ktoll .Q3in$haMcCutcheà ILl
hardy Cahlcott l3rnghain MeCutchen LLP
LaurióCn.eny BinhapiMcCutchen LLP
Karyn Polak.Citigçonpthc

All KärshÆn Citigroup hue

Lanny Schwartz Davis Polk Wardwelfl

Miseha Travers Davis Polk Wardwell

coar$1$anWly44SSE$Moraa1 yandCiigrcqp

tngsu PnUnthen LLP Afl3025213
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